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This issue o f the Montana Business Quarterly con­
tains the proceedings o f the annual Economic Outlook 
Seminar held in January and February in Billings, 
Bozeman, Butte, Great Falls, Helena, Kalispell, and 
Missoula. The seminars are presented by the Bureau o f 
Business and Economic Research in cooperation with 
the local Chambers o f  Commerce.
Good News at Last for 
Montana's Economy
by Paul E. Polzin
Rocky Mountain Trade Corridor 
■ Implications for Transportation Planning in 
Montana and the Rocky Mountain West 
by Larry D. Swanson
Cover photo by Michael S. Sample, map by Lisa Moisey
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MONTANA'S ECONOMY
Good News at Last for Montana’s Economy?
by Paul E. Polzin
Figures I & 2
Construction Labor Income, Montana, 1969-1992 
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Source: U.S. Department o f  Commerce, Bureau o f  Economic Analysis.
Nonfarm Labor Income, Montana and the U.S., 1989-1995
Percent Change
Sources: U.S. Department o f  Commerce, Bureau o f  Economic Analysis; 
The University o f  Montana, Bureau o f  Business and Economic Research, 
Economics Montana; and The WEFA Group.
f T *^  #  he news media have reported a number o f positive
m stories concerning the Montana economy. First, 
there have been reports o f buoyant real estate 
markets and increased construction activity. Secondly, news 
releases from U.S. government agencies and others claimed to 
show that Montana’s economy outperformed the national 
average. In a few cases, Montana’s economic growth was 
identified as the fastest among all states.
Rebound in Construction
First let’s look at real estate and construction. We do not 
have reliable data for housing starts or new business construc­
tion. The best information we do have describes labor income 
earned in the construction industry—that is, it reflects the 
number o f persons employed and the hours worked in con­
struction.
As shown in Figure 1, construction labor income increased 
sharply in late 1991, and continued at the higher level through 
most o f 1992. The growth was significant—construction labor 
income in the second quarter of 1992 was about 32 percent 
higher than the corresponding figure a year earlier.
We don’t yet have all the details, but it appears that the 
uptick in construction activity has been concentrated in urban 
areas. The largest increases were in Yellowstone, Flathead, 
Missoula, and Gallatin counties, with smaller growth in 
Cascade, Lewis and Clark, and Silver Bow-Deer Lodge coun­
ties. Taken together, these seven urban areas accounted for 
roughly 75 percent o f the rise in statewide construction labor 
income.
The real question concerns the future trend in construction 
activity. Will it remain at its current level, continue even 
higher, or will it turn downward? T o put recent events into 
perspective, Figure 1 presents Montana construction labor 
income beginning in 1969. Notice that in the late 1980s 
construction was at an all-time low. Some o f the peaks in the 
1970s and 1980s were due to major construction projects— 
Libby Dam in Lincoln County and Colstrip electric generating 
plants in Rosebud County, for example. Nevertheless, the data 
suggest that the recent past was a trough, and that current levels 
may persist because they are a return to a “sustainable" amount 
of construction activity. On the other hand, interest rates are 
now at cyclic lows. Increased borrowing costs, which are 
almost certain to occur as the U.S. economic recovery gathers 
steam, may curtail some construction plans.











Resident Population, United States and Montana 
1970-1990
Annual
Thousands o f Persons Growth Rate
Area 1970 1980 1990 1970-80 1980-1990
United States 203,302 226,545 249,633 1.1%  1.0%
Montana 695 787 799 1.3% 0.2%
Source: U.S. Department o f  Commerce, Bureau o f  the Census.
Figures 3 & 4
Population, Montana, 1969-1992 
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Per Capita Income, United States and Montana, 1969-1991 
1991 Dollars
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Source: U.S. Department o f  Commerce, Bureau o f  Economic Analysis.
Our Economics Montana forecasts incorporate the relatively 
optimistic outlook that current levels o f construction labor 
income will be maintained, but future growth will be modest.
Montana's Economy 
Outperforms Nation
The other good news concerns Montana’s economic perfor­
mance relative to the national average. Typical was a September
1992 news release from the U.S. Bureau o f Economic Analysis 
which reported that the 1990-91 percentage increases for per 
capita and total personal income in Montana were the largest of 
any state.
Figure 2 presents data for the change in nonfarm labor 
income, which is a good indicator of overall economic perfor­
mance, both in Montana and the United States. Notice that 
national economic growth decelerated from 1988 to 1989, and 
that 1990 and 1991 were recession years. In Montana, recessions 
are typically milder than the national average, and the 1990-91 
downturn was even milder than most. Therefore, the reason 
that Montana outperformed the U.S. as a whole was not due to 
improved conditions in the state’s economy, but to the abys­
mal performance o f the national economy.
The Economics Montana forecasts predict a return to a 
more “normal” situation, where economic growth in Montana 
lags behind that o f the nation. The state’s economy should 
continue to increase at about 2 percent per year until 1995. The 
U.S. economy is projected to recover from the recession in
1993 and experience growth rates in the 3 to 4 percent range 
during the same period.
Long-term Trends in 
Montana's Economy
The revival o f construction and the mildness o f the recession 
in Montana are certainly welcome news. But they do not 
reflect the long-term trends that have dogged the state’s 
economy for decades. We will systematically analyze these 
factors in several steps. First, we examine general economic 
indicators to identify trends. Second, we identify the causes of 
these trends by looking at basic industries. Finally, we present 
our forecasts for the future.
Three general economic indicators are used to gauge the 
long-term trends in Montana’s economy. They are:
• Population;
• Per capita income;
• Nonfarm labor income.
Each general economic indicator measures a different part of 
the economy. In the short run, one indicator’s movement may 
not coincide with trends in other indicators. Taken together







though, the three should provide a good view of Montana’s 
general economic condition.
Population
Population is a good place to start the analysis because, 
underneath it all, an economy consists o f people. The underly­
ing trends we identify in the population data are likely to be 
repeated in the other general economic indicators.
Population data for Montana and the United States during 
1970, 1980, and 1990 are presented in Table 1. The critical 
numbers are the annual growth rates located in the right-hand 
portion o f the table. Between 1970 and 1980, Montana’s 
population increased an average o f 1.3 percent per year. The 
nation’s population rose 1.1 percent per year during the same 
period. In other words, during the 1970s, Montana’s popula­
tion growth outpaced that of 
the nation.
Things were different in the 
1980s. Montana’s population 
barely inched upward between 
1980 and 1990, with an average 
growth rate o f only 0.2 percent 
per year. The U.S. population, 
however, continued to grow at about 1.0 percent per year. In 
this decade, Montana’s growth rate was less than the national 
average.
The pattern that we observe in population—and will see 
reflected in the other general economic indicators—is that, no 
matter how we measure it, Montana’s economy was relatively 
prosperous in the 1970s, with growth rates exceeding the 
national average. In the 1980s, those growth rates decline—and 
some even become negative—while Montana’s economic 
performance drops below that o f the nation.
A more precise picture of Montana’s population trends in 
the last two decades is portrayed by annual population, 
graphed in Figure 3. The continuous increases of the 1970s are 
easily seen. Notice that population growth did not come to a 
Screeching halt in the early 1980s. In fact, Montana’s peak 
population occurred about 1985, and there were declines from 
1985 to 1990. The latest estimates show increases in 1991 and 
1992. (These preliminary figures should be taken with a grain 
o f salt; they do not coincide with similar increases in other 
economic indicators and may be revised.)
Per Capita Income
Per capita income is equal to total personal income divided 
by population. Per capita income is a measure o f economic 
well-being; it shows how well-off the average person is. To 
eliminate the effects o f inflation, per capita income has been 
converted to constant 1991 dollars.
Per capita income displays the same overall trends as 
population: rapid growth in the 1970s, with sharp deceleration
in the 1980s. Even though it is a little hard to see in Figure 4 
(because of the scale and year-to-year vacillations), Montana’s 
per capita income grew at about the national rate during the 
1970s. We were 87 percent o f the U.S. average in 1970, and 88 
percent in 1980.
In the early 1980s, Montana’s per capita income was stable, 
or slightly declining. It started to inch upward at mid-decade as 
population dropped; fewer people now divvied up the income 
pie. From 88 percent of the national average in 1980, Montana 
per capita income dropped to a low  o f 77 percent in 1988, and 
then rebounded slightly to 82 percent in 1991. As a result, in 
the 1980s Montanans were less able to increase their purchases 
of public and private goods and services—candy bars, cars, 
health care, and environmental cleanup—than were typical 
Americans in other states.
Nonfarm Labor Income 
Nonfarm labor income 
represents the wages and 
salaries, proprietors’ income, 
and other labor income of all 
employed persons except 
those working on farms and 
ranches. In this analysis, nonfarm labor income is used as an 
indicator instead o f Gross Domestic Product (GDP), which is 
available only for the national economy. Changes in nonfarm 
labor income measure changes in overall economic activity in a 
state or smaller area.
Montana’s nonfarm labor income from 1969 to 1995 is 
shown on the top line in Figure 5. As with per capita income, 
inflation effects have been eliminated by converting nonfarm 
labor income to constant 1991 dollars.
Montana experienced almost continual growth in nonfarm 
labor income during the 1970s. Two brief decelerations—1969- 
70 and 1974-75—coincided with national recessions. The 1980s, 
however, were a different story. Beginning from a peak in 
1979, four distinct periods can be identified:
• 1979 to 1982, significant decline; nonfarm labor income 
dropped by 10 percent.
• 1983 and 1984, decline ended; nonfarm labor income 
stabilized, or even increased slightly.
• 1985 to 1987, smaller declines; nonfarm labor income 
turned downward again, but not as sharply as in 1979-82.
• 1988 to 1991, very slow growth; Montana’s so-called 
“fragile recovery.”
Montana's Basic Industries
Montana’s economic growth is largely determined by the 
activity o f basic industries. Generally, basic industries depend 
on out-of-state markets or are otherwise influenced by factors
*Montana's health care industry appears to be 
grow in g independently o f basic industry trends 
in loca l econom ies."
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Figure 5
Nonfarm Labor Income & Labor Income in Basic Industries 
Montana, 1969-1995










Sources: Bureau o f  Economic Analysis, U.S. Department o f  Commerce; and Bureau o f  Business and Economic 
Research, The University o f  Montana.
Originating beyond state borders. Montana’s basic sector 
primarily depends on natural resource industries (agriculture, 
mining, wood and paper products). But other industries also 
satisfy the basic definition—including nonresident travel 
(tourism), the federal government, railroads, and certain types 
of manufacturing. Labor income from workers in the basic 
industries represents new funds injected into the economy. 
New funds create additional income as they are spent and 
respent in the state.
Derivative industries, by contrast, primarily serve local 
populations; examples include retail trade, services, and local 
government.
Basic industries are best analyzed in terms o f labor income 
rather than employment, output, or production because the 
amount of basic industry labor income earned and spent in a 
local area more profoundly affects that economy than the 
number of basic workers, the board feet of timber, or the 
ounces of gold produced. Moreover, because aggregate new 
dollars are what count here, it makes little difference whether 
$30,000 of basic labor income represents the salary of one 
worker, or the incomes o f two workers each earning $15,000.
Changes in basic industries may have driven recent trends in 
Montana’s economy. But these changes don’t provide a
complete explanation for each blip and squiggle in the state’s 
growth rate, nor are they the only cause o f changes in the 
derivative industries. For instance, Montana’s health care 
industry appears to be growing independently o f basic industry 
trends in local economies.
Figure 5 shows the extreme volatility o f agriculture, 
Montana’s largest basic industry. Easily identifiable are Mon­
tana agriculture’s very good years in the early 1970s, and the 
back-to-back drought years of the mid-1980s. Also, labor 
income for the nonfarm basic industries clearly mirrors the 
trends in total nonfarm labor income identified earlier (com­
pare the top line in Figure 5 with the third line).
Specifically, the important periods in the basic industries 
were:
• the 1970s—Montanans first heard o f the energy crisis and 
braced for runaway growth built on coal resources. In 
reality, the more traditional basic industries increased. 
Due to wheat exports and high cattle prices, for example, 
agriculture had several years o f unprecedented profitabil­
ity early in the decade. (The impact o f peak agricultural 
labor income on the derivative industries tends to be 
spread over several years, and may not be identified easily
Montana Business Q uarterly/Spring 1993 5
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in the graph.) Also, the w ood products industry 
expanded late in the decade; new processing plants were 
built and mills increased their output as national demand 
rose.
• 1979 to 1982—these were the disaster years for the 
Montana economy. Widespread declines among many 
basic industries drove nonfarm labor income down by 10 
percent. Two factors were at work: the nation’s worst 
postwar recession and permanent shutdowns. Cyclic 
declines in the w ood products industry and elsewhere 
were exacerbated by the closures o f smelters in Anaconda 
and Great Falls, the shutdown o f the Milwaukee Rail­
road, and other events. The long-awaited energy boom 
happened—but in oil and gas, not coal mining; this helped 
moderate declines in other basic industries.
• 1983 and 1984—the U.S. economy recovered from the 
recession and began a period o f sustained growth which 
ended only with the 1990-91 recession. In Montana, 
declines ended and basic industries stabilized; w ood and 
paper products experienced sizable increases. But oil and 
gas turned downward as the energy boom waned.
• 1985 to 1987—basic industries turned downward again, 
but the declines were small compared to those early in 
the decade. Only two Montana nonfarm basic industries 
declined: railroads and oil and gas. Most remained stable.
• 1988 to 1991—initially, a fragile recovery was driven by 
increases in nonfuel minerals mining (primarily precious 
metals) and nonresident travel (tourism). Growth in 
precious metal mining cooled in 1990 due to world 
conditions, but nonresident travel continued upward, 
bucking national trends. Certain types o f manufacturing 
and the military (a new tanker wing at Malmstrom Air 
Force Base) also enjoyed modest increases.
Statewide Forecasts
An overview o f our general outlook for Montana was 
presented earlier and summarized in Figure 2. Specifically, we 
project 1 to 2 percent growth in Montana’s economy between 
1992 and 1995, while the U.S. economy accelerates to 3 to 4 
percent growth as it recovers from the recession.
We could translate this forecast into “good news” and “bad 
news.” The bad news first: we are predicting only very slow 
growth for the Montana economy. The good news is that we 
are forecasting growth at all—during much o f the 1980s, 
Montana’s economy was shrinking.
Our forecast calls for rough stability in basic labor income. 
Nonresident travel is projected to grow. These increases will be
counterbalanced by small or modest declines in several basic 
industries—wood products, railroads and the federal govern­
ment, for example. Most o f the growth will occur in health 
care and business services. Although these industries are 
normally classified as derivative, they have been growing 
independently of the basic industries during the last few years.
The forecasts incorporate a number o f assumptions concern­
ing specific industries or activities. Among them are:
• no closures among Montana’s major manufacturing 
facilities, some o f which are aging (for example, the sugar 
beet factory in Billings).
• a 25 to 30 percent decline in w ood and paper products, 
with about one-half o f this decrease occurring before 
1995.
• no major declines at Malmstrom AFB. Overall trends in 
the American military are currently uncertain, but 
Malmstrom has not been listed on any o f the base-closing 
lists.
Montana's Major Urban Areas
We will use the same approach to analyze the major urban 
areas as we did to examine the statewide economy. Specifically, 
we will first identify the overall trends, then look at the basic 
industries, and finally make our forecasts for the future.
Missoula. During the 1970s and 1980s, Missoula evolved 
from a community where the wood products industry was the 
primary determinant o f short-run trends, to a regional trade 
center. Nonfarm labor income increased rapidly during the 
1970s, with only a slight pause during the 1974-75 recession. 
From a peak in 1979, nonfarm labor income then declined 
about 17 percent in three years to a trough in 1982. Missoula’s 
economy turned upward starting in 1983, and there were steady 
increases in nonfarm labor income throughout the remainder 
of the 1980s. Despite three-quarters o f a decade o f growth, 
however, nonfarm labor income in 1990 had just regained its 
1979 level.
Until the early 1980s, the w ood products industry was the 
obvious cause o f Missoula’s economic trends. The industry 
grew in the 1970s as plywood and particle-board plants were 
built and the kraft paper mill expanded capacity. The wood 
products industry is cyclic, and the downturns in 1969-70, 
1974-75, and 1979-82 corresponded to national recessions.
The 1979-82 period was not just an ordinary recession. In 
addition to the cyclic decline, Missoula’s w ood products 
industry experienced a permanent shutdown when the Evans 
plant closed. The industry began to recover in 1983 and 1984, 
but labor income then turned downward as structural changes 
enabled the same amount o f output and production with 
fewer workers.
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Figures 6,7 & 8
Nonfarm Labor Income & Labor Income in 
Basic Industries, 1969-1995
Millions o f  1991 Dollars Missoula County
Yellowstone County
Lewis & Clark County
Sources: Bureau o f  Economic Analysis, U.S. Department o f  Commerce; 
and Bureau o f  Business & Economic Research, The University o f  Montana.
Reflecting the trend in w ood products, Missoula’s nonfarm 
labor income also turned upward in 1983 and 1984. But then an 
unusual thing happened—nonfarm basic labor income contin­
ued to grow while the w ood products industry experienced a 
decline in labor income. The explanation for these diverging 
trends is growth in trade center activities, which consist of 
those portions o f retail trade, wholesale trade, and professional 
services that primarily attract nonresidents to the urban area.
In the late 1980s, Missoula began to emerge as one o f the 
major regional trade centers in the state. This emergence fueled 
the continued increases in nonfarm basic labor income. The 
largest increase among the trade center activities was in health 
care, reflecting growth in the number o f nonresidents coming 
to Missoula for treatment.
The transformation o f Missoula into a regional trade center 
does not mean that the w ood products industry is unimpor­
tant. Remember that trade center activities depend on persons 
living throughout western Montana, and the w ood products 
industry continues to dominate the economic base in many of 
those rural areas.
Turning to the future, the forecasts presented in Figure 13 
predict that nonfarm labor income in Missoula will grow about 
2.8 percent per year between 1992 and 1995, the fastest growth 
among the state’s major urban areas. Our forecast incorporates 
continued increases in trade center activity—primarily health 
care—and no major shutdowns or closures in w ood products.
Yellowstone County. The Billings economy expanded 
throughout the 1970s, but then remained relatively stable in the 
1980s. Yellowstone County is the most populous urban area in 
the state and trade center activities are the largest component of 
its economic base. Consequently, events in the surrounding 
rural areas provide most o f the explanations for trends in the 
Yellowstone County economy.
The continuous expansion o f Billings’ trade center industries 
in the 1970s can be attributed to the record agricultural years at 
mid-decade, combined with the energy boom  in coal and oil 
and gas. Growth in the trucking industry (classified as transpor­
tation), also contributed to prosperity in the basic industries.
Throughout the 1980s, Billings’ trade center activities 
continued to expand. In this decade, however, growth was not 
due to prosperity in the hinterlands. Rather, there was an 
increasing concentration o f economic activity in the urban area 
—in other words, the gains in Billings were offset by declines in 
rural areas. Among trade center activities, the largest increases 
were in health care.
Despite the continued trade center growth in the 1980s, 
Billings’ overall economic base did not expand as other basic 
industries experienced counterbalancing decreases. In the early 
years of the decade, there were shutdowns in food products 
(meat packing) and manufacturing combined with decreases in
Montana Business Quarterly/Spring 1993
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Figures 9, 10 & 11
Nonfarm Labor Income & Labor Income in
Basic Industries, 1969-1995
Millions o f  1991 Dollars Flathead County
Cascade County
Millions o f  1991 Dollars
railroad employment. More recently, the collapse o f the oil and 
gas industry led to decreases in basic labor income beginning in 
1985.
Since 1988, there have been no major shutdowns or closures, 
and the continued growth in trade center activities (again, 
mostly health care) has led to a modest rise in basic labor 
income.
Our forecasts presented in Figure 13 predict continued 
increases of about 2.2 percent from 1992 to 1995, primarily due 
to trade center activities.
Lewis and Clark County. The Helena economy grew 
rapidly in the 1970s, but remained nearly stable in the 1980s. 
Nonfarm labor income increased rapidly between 1970 and 
1980, with only a slight deceleration during the 1974-75 
recession. The 1979-82 recession is only barely visible in the 
data, and the ensuing recovery is also almost negligible.
The basic industries explain the trends in nonfarm labor 
income. Basic labor income increased almost continuously 
from 1970 to 1980, and then hardly at all during the 1980s. 
Also, the impacts of the recessions on basic industries were 
small.
Helena is a government town. State and federal governments 
account for more than one-half o f the economic base as 
measured by labor income. Since both are noncyclic, this 
explains the mildness o f the recessions.
Expansion in state government accounted for most o f the 
basic industry growth in the 1970s. In addition, there were 
significant increases in the number o f workers at the state 
headquarters o f Mountain Bell (now US West), classified in the 
transportation and communication category.
Things were different in the 1980s. State government was 
essentially stable. At mid-decade, the impact o f the wage freeze 
is visible—a decline in constant-dollar labor income. In addi- . 
tion, US West state headquarters employment declined as 
functions were consolidated elsewhere.
Things could have been even worse in Helena without the 
rapid growth in trade center activities late in the 1980s. In 
Lewis and Clark County, trade center activities consist prima­
rily o f health care and financial services (historically developed 
to serve state government), not retail or wholesale trade. 
Expansion in health care services to nonresidents led to the 
growth in trade center labor income from 1985 to 1990.
The local area forecasts predict relatively slow growth for 
Lewis and Clark County during the next few years. As shown 
in Figure 13, nonfarm labor income is projected to increase an 
average o f 1.3 percent per year between 1992 and 1995. Lewis 
and Clark County is projected to have the slowest growth of all 
the major urban areas, reflecting the view that state government 
will, at best, remain stable. In fact, our forecasts may be revised 
downward if the currently discussed wage freeze for state 
employees becomes a reality, or if there are declines in state
8 M ontana Business Quarterly/Spring 1993
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Nonfarm Labor Income & Labor Income in Basic 
Industries, 1969-1995
Sources: Bureau o f  Economic Analysis, U.S. Department o f  Commerce; and 
Bureau o f  Business & Economic Research, The University o f  Montana.
government employment.
Flathead County. Nonfarm labor income increased rapidly 
during the early 1970s and then again late in the decade. The 
1980s began on a sour note as nonfarm labor income declined 
almost 20 percent between 1979 and 1982. Since 1983, however, 
there has been continual growth in nonfarm labor income. 
Despite these increases, nonfarm labor income in 1990 has 
barely regained its 1979 level. The Flathead County economy is 
procyclic; the major slowdowns in 1974-75 and 1979-82 both 
corresponded to national recessions.
The wood products industry and metal refining (the Colum­
bia Falls Aluminum Company) are the two largest components 
of the economic base in Flathead County. Together, they were 
primarily responsible for growth in the 1970s and the sharp 
decline between 1979 and 1982.
Beginning from the trough in 1982, the w ood products 
industry expanded smartly as the U.S. economy recovered in 
1983. The relative stability o f w ood products labor income 
during the mid- and late-1980s hides the fact that Flathead 
County has become the largest timber-processing center in the 
state, much like Missoula was in the 1970s. Since 1979, there 
has been a greater than one-third increase in the timber pro­
cessed in Flathead County. In contrast, structural changes and 
increased productivity decreased w ood products employment 
and labor income in most other parts of the state.
The Columbia Falls Aluminum Company is the second 
largest component of the economic base in Flathead County. 
This plant was sold by the Anaconda Company in the mid- 
1980s to private investors, who instituted management changes 
and a profit-sharing plan for workers. Short-term fluctuations
in the aluminum market may have less impact on this facility 
now because it refines alumina for a fixed price (i.e., it's a 
tolling plant) and does not experience the ups and downs 
associated with changes in the price o f aluminum. On the other 
hand, labor income o f smelter workers may still be volatile 
because it is dependent on profitability; this explains, for 
example, the decreases in 1989 and 1990.
In the late 1980s, nonresident travel was the most rapidly 
growing basic industry in the Flathead. There were also some 
increases in high-tech manufacturing (classified in the agricul­
ture and all other category).
Our forecasts presented in Figure 13 predict a 2.8 percent 
average growth rate for Flathead County between 1992 and 
1995. This is tied with Missoula as the fastest projected growth 
among Montana’s urban areas, and is dependent on a number 
of assumptions. Specifically, it assumes no changes in aluminum 
refining, only modest declines in w ood products and railroad 
employment, and continued rapid growth in nonresident 
travel.
Cascade County. The 1980s were very different from the 
1970s for the Great Falls area economy. Overall, nonfarm labor 
income in Cascade County increased between 1970 and 1980— 
although growth did not occur continuously throughout the 
decade. The early 1980s saw significant declines; nonfarm labor 
income decreased 14 percent between 1980 and 1982. Since 
1983, nonfarm labor income has been approximately stable.
The population of Cascade County has remained relatively 
stable for the past twenty years. It was 82,000 in 1970, 81,000 in 
1980, and 78,000 in 1990.
Total basic labor income does not provide a very good 
explanation o f the nonfarm labor income trends in the 1970s. 
The peak for basic industries was early in the decade, while the 
nonfarm labor income peak was in 1979. Looking more closely, 
we can see that Malmstrom AFB was responsible for the 
increases early in the 1970s. But the short-term impacts of 
changes at military installations may be difficult to determine 
because o f weak linkages to the local economy. For example, a 
new unit could have almost no effect on the local economy if 
most personnel lived on base and shopped at the Base Ex­
change.
Labor income in the basic industries provides a much better 
explanation for the trends of the 1980s. The declines early in 
the 1980s were due to the shutdown of the Anaconda refinery, 
reductions at Malmstrom, and small decreases in trade center 
activities. Paralleling nonfarm labor income, the basic industries 
were roughly stable during the rest o f the decade.
Historically, Great Falls has been the second-largest trade 
center in the state, ranking just behind Billings. But Cascade 
County’s trade center labor income was stable or even declined 
slightly during the 1980s. On the other hand, trade center 
activities in most other urban centers grew. In fact, preliminary 
data show that Missoula has passed Great Falls in terms o f trade
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Figure 13
Projected Nonfarm Labor Income, Average Annual Growth Rate, 1992-1995
Annual percent change in constant dollars 
4.0 -r
Cascade Flathead Gallatin Lewis Missoula Butte- Yellowstone Montana United
& Clark Anaconda States
Sources: The WEFA Group; and Bureau o f  Business & Economic Research, Economics Montana, The University o f  Montana.
center labor income.
What’s going on in trade center industries in Great Falls? We 
really don’t know. The data show that the approximate 
stability in trade center labor income is the net result of two 
factors: on the positive side, the continued growth o f Great 
Falls as a regional medical center; on the other hand, what 
appears to be a decline in the region’s importance as a whole­
sale trade center. We really don’t have a good explanation for 
what is going on in wholesale trade.
As shown in Figure 13, the Cascade County economy is 
projected to grow about 1.8 percent per year from 1992 to 
1995. These forecasts are based on continued slow growth in 
overall trade center activities and no major changes in the
staffing levels at Malmstrom.
Gallatin County. The Bozeman area economy consistently 
has been one o f the fastest growing in the state. Nonfarm labor 
income has risen almost constantly during the last two decades, 
although the overall increase in the 1980s was less than in the 
1970s.
Gallatin County had the fastest-growing population among 
Montana’s major urban areas during both the 1970s and the 
1980s. The number o f residents rose from 32,505 in 1970 to 
42,865 in 1980, and increased further to 50,463 in 1990— 
representing increases o f 31.8 and 17.7 percent for the two 
decades, respectively.
Montana State University (MSU) is the largest component
Table 2
Population and Change in Selected Montana 
Counties, 1970, 1980, 1990
--------Population----------  Percent Change
1970 1980 1990 1970-80 1980-90
Cascade 81,894 80,696 77,691 -1.4% -3.7%
Flathead 39,460 51,966 59,218 31.6% 13.9%
Gallatin 32,505 42,865 50,463 31.8% 17.7%
Lewis & Clark 33,281 43,039 47,495 29.3% 10.3%
Missoula 58,263 76,016 78,687 30.4% 3.5%
Yellowstone 
Butte-Silver Bow &
87,367 108,035 113,419 23.6% 4.9%
Anaconda-Deer Lodge 57,633 50,610 44,219 -12.1% -12.6%
Rest o f  Montana 304,006 333,463 327.873 9.6% -1.6%
Montana 694,409 786,690 799,065 13.2% 1.5%
Source: Bureau o f  the Census, U.S. Department o f  Commerce.
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of the economic base in Gallatin County. During 1990, it 
accounted for about 25 percent o f total basic labor income. 
Growth at MSU accounted for much o f the increase in Gallatin 
County’s economic base during the 1970s and early 1980s. 
Notice, however, that MSU’s impact stabilized during mid­
decade and may have declined slightly by the end o f the 1980s.
Manufacturing—including a significant number of high-tech 
firms—also grew during the late 1970s and early 1980s. This 
industry experienced several sharp declines in 1986 and 1987, 
but there was renewed growth at the end o f the decade.
Nonresident travel provided an economic boost in the last 
few years o f the 1980s. With Yellowstone National Park next 
door, Gallatin County is one o f the centers o f nonresident 
travel in Montana. Much of 
the tourist-related activity 
occurs in the southern 
portion o f Gallatin County, 
in Big Sky and West 
Yellowstone, rather than in 
Bozeman.
According to the 
projections presented in 
Figure 13, nonfarm labor 
income in Gallatin County
is expected to increase about 2.2 percent per year from 1992 to 
1995. This level o f growth is in the middle o f the pack for 
Montana’s urban areas. These forecasts are based on continued 
growth in nonresident travel and stability at Montana State 
University. A slowdown in nonresident travel and/or a wage 
freeze at MSU could lower the forecasted growth.
Butte-Anaconda. Recovering from a strike at the Anaconda 
Company in 1971, nonfarm labor income peaked in 1975. It 
then plummeted about 25 percent between 1979 and 1985. 
During the late 1980s, nonfarm labor income was stable.
The combined population o f Silver Bow and Deer Lodge 
counties declined during both decades. Between 1970 and 1980, 
it dropped 12.1 percent. The corresponding figure for the 1980 
to 1990 period was 12.6 percent.
The major economic news in the Butte-Anaconda area 
during the past several decades was, o f course, the drawn-out 
and painful demise o f the Anaconda Company. Even though 
declines had begun decades earlier, mining and smelting still 
accounted for two-thirds o f total basic labor income in the 
early 1970s. After 1975, the downward spiral accelerated. First 
came the abandonment of underground mines, then the 
shutdown of the smelter in Anaconda, and finally the closure 
of the Berkeley Pit and other operations. Overall, the Butte- 
Anaconda economic base decreased almost 30 percent from 
1975 to 1985.
One interesting feature o f these unfortunate decades is that 
nonfarm labor income in the late seventies did not decline as
. much as basic labor income. This may have been due to the fact 
that, after decades o f layoffs and employment declines, it was 
the most senior Anaconda workers who were the last to lose 
their jobs. Many may have chosen to retire in the Butte area, 
and their retirement income partially replaced the lost wages 
and salaries.
Even though it is much smaller, Butte-Anaconda now has a 
more diverse economic base. Instead o f being dominated by one 
type o f economic activity, no single sector accounts for more 
than a third o f total basic labor income. The headquarters o f the 
Montana Power Company and several subsidiaries (such as 
ENTECH) now represent the largest basic industry, accounting 
for slightly more than 30 percent o f the total. Second place,
representing about 15 percent 
o f the economic base, belongs 
to Montana Resources 
Incorporated, which contin­
ues to mine one o f the former 
Anaconda Company proper­
ties. Third place belongs to 
the Montana College of 
Mineral Sciences and Technol­
ogy* with about 13 percent of 
basic labor income.
The declines bottomed out about 1986. Since then basic 
labor income in the Butte-Anaconda area has been stable, or 
slightly increasing.
The forecasts presented in Figure 13 predict nonfarm labor 
income increasing about 1.7 percent per year between 1992 and 
1995. These forecasts assume no major expansions or closures 
among the area’s major employers, such as Montana Resources 
Incorporated or Rhone-Poulenc.
The Postwar Baby Boom
The basic industries provide a good explanation for the long­
term economic trends in Montana and large urban areas. But, 
they do not provide all the answers. We now turn to the 
postwar baby boom: the dominant demographic event o f the 
last half o f the twentieth century.
A picture o f the baby boomers in Montana is presented in 
Figure 14. There are two reasons why the baby boomers are so 
important to the economy. The first is that they are all about 
the same age. (The usual definition includes persons born during 
the seventeen years from 1947 to 1964.) As a group therefore, 
baby boomers are relatively homogeneous. The second reason is 
that there are so many o f them. In 1970, about 251,600 Montan­
ans fit the baby boomer definition, accounting for 36 percent of 
the total population. In 1980, they numbered 257,500 and 
represented 33 percent o f the population. In 1990, the corre­
sponding figures were about 230,000 persons and 29 percent of 
the population. (The differences between the numbers in 1970,
<cWbat peop le buy depends in part on how  old  
they are. Im agine the difference in the typical 
market basket o f  goods and services bought by 
a twenty-year-old, a thirty-year-old, and a forty- 
year-old.”
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1980, and 1990, are due to deaths and net migration.)
Consider the graph in Figure 14. You can clearly see the 
baby crop as it aged from 1970 to 1980 to 1990. In 1970, the 
boomers were six to twenty-three years old. In 1980, they were 
sixteen to thirty-three. And in 1990, they were twenty-six to 
forty-three years old.
What people buy depends in part on how old they are. 
Imagine the difference in the typical market basket o f goods 
and services bought by a twenty-year-old, a thirty-year-old, and 
a forty-year-old. The type o f living quarters maintained by a 
twenty-, thirty-, or forty-year-old is also likely to be very 
different. Multiplying these changes in living and spending 
habits by one-third o f the total population has significant 
impacts on the economy.
Here in Montana, demographic changes associated with the 
baby boomers often have been mistaken for population 
increases. This is particularly true in the case o f housing and 
real estate. In the 1970s, the leading edge o f the baby boomers 
was just entering the age o f home ownership. Most communi­
ties were already experiencing net immigration in the 1970s, 
and the baby boomers added to that increase in housing 
demand. In the 1980s the baby boomers moved out o f their 
starter homes. They fueled what little new construction 
actually occurred during that decade. Now, in the 1990s, the 
baby boomers are almost at middle age and have children of 
their own. They are looking for larger homes in the higher 
price brackets, perhaps with room for horses.
This introduces another important demographic factor—the 
children o f the postwar baby crop. Birth rates started to rise 
around 1977, and increased until 1988. The second postwar 
baby crop contains those two to thirteen years old in 1990. As 
shown in Figure 14, the second baby boom is smaller than the 
first, but still represents a sizable portion o f the population.
Again we have a large group o f people who are relatively 
homogeneous and aging at the same rate.
And once again, the demographic effects o f the second 
postwar baby crop are being mistaken for population increases. 
As these children wind their way through the educational 
system, local schools experience increases in enrollment. But 
these greater demands on our schools are caused mostly by 
demographic factors, not by population growth.
A Closer Look at Housing
The 1990 census provided a once-in-a-decade opportunity to 
look at housing. In Figure 15, we have graphed data on the age 
o f housing units in Montana and its various cities.
First of all, notice the large share o f existing housing units 
that was built in the 1970s. Earlier we saw the peak in con­
struction activity that also occurred in that decade. Statewide, 
almost 27 percent of existing housing units were built between 
1970 and 1979.
Many fewer housing units were built during the 1980s— 
about 18 percent o f existing housing statewide. Look at 
Gallatin and Flathead counties. As the two fastest-growing 
counties in the 1980s, they had the most new construction. 
About 26 percent of their housing units were constructed 
between 1980 and 1989.
Finally, it is interesting to note where the old houses are. In 
the Butte-Anaconda area about 47 percent o f the housing units 
were constructed before 1940. Second place is a tie between 
Cascade and Lewis and Clark counties with 22 percent each. In 
Helena about 17 percent of existing houses were built in the 
1980s, about 31 percent in the 1970s, and about 22 percent 
before 1940.
Next, let’s turn to home prices. The census form asked 
persons who live in owner-occupied housing to give the value
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Figure 15




Cascade Flathead Gallatin Lewis Missoula Butte- Yellowstone Montana
& Clark Anaconda
Source: Bureau o f  the Census, U.S. Department o f  Commerce.
Figures 16 & 17
Median Value of Owner-occupied Housing Units 
Thousands o f  1991 Dollars
100 t------- ---------------------------------------------
Cascade Flathead Gallatin Lewis Missoula Butte- Yellowstone Montana 
& Clark Anaconda
70'80'90
Median Rent of Renter-occupied Housing Units 
1991 Dollars
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Cascade Flathead Gallatin Lewis Missoula Butte- Yellowstone Montana
& Clark Anaconda
Source: Bureau o f the Census, U.S. Department o f  Commerce.
of their homes. At first you might be skeptical about the 
accuracy of the responses, but a quick check with realtors— 
who record the average price of houses bought and sold— 
suggests that these summary statistics may be in the right 
ballpark. The advantage o f the census data is that it reflects all 
houses, not just those that are bought and sold.
Look at Figure 16. Here we have median value of owner- 
occupied houses. We have data for three years: 1970, 1980, and 
1990. (They have been converted to constant dollars to 
eliminate the effects o f inflation.) With the exception of Lewis 
and Clark County, we see the same pattern in all cities—a rapid 
increase in home prices from 1970 to 1980, then a decline from 
1980 to 1990. But the 1990 value is still higher than the 1970 
one. (In Helena, the 1990 value was less than the 1970 value.)
Realtors in most parts o f the state report increases in home 
values of 15 to 20 percent since 1990. This suggests that some of 
the decline in home prices after 1980 has been regained. But, it 
appears that a person who bought a home in 1980 still has lost 
money.
Figure 17 presents median rents. These figures may appear 
more reliable because most people know how much they pay 
in rent each month. Notice, however, that the trend is the 
same; rapid increase from 1970 to 1980, and then a decline from 
1980 to 1990. In Missoula and Butte-Anaconda 1990 rents were 
lower than they were in 1970. Remember we are talking about 
inflation-adjusted figures here.
Gallatin and Yellowstone counties tied for the highest 
median rents in 1990. Third place was Lewis and Clark 
County. Missoula, Cascade and Flathead were tied for fourth. 
The lowest rents were in Butte-Anaconda. ■
Paul E. Polzin is the director o f  the Bureau o f  Business and 
Econom ic Research, The University o f  Montana, Missoula.





Implications for Transportation Planning 
in Montana and the Rocky Mountain West
by Larry D. Swanson
P  m undamental changes now underway may dramati- 
W cally redefine economic life in Montana and usher 
J  in a new economic era for the state and region.
These changes are tied to expanding cross-border 
trade and commerce between Canada and the United States 
under the Canada-U.S. Free Trade Agreement adopted in 
January 1989. Under an expanded “North American economic
community,” as outlined under the proposed North American 
Free Trade Agreement (or NAFTA), this relationship would 
include Mexico as well.
Growing north-south, cross-border economic interchange in 
North America will have its greatest effects in border regions. 
And Montana is the only state that shares a border with three 
Canadian provinces. Furthermore, since adoption o f the
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U.S.-Canada FT A, trade between the two countries has 
expanded most between western states and provinces. This 
trade expansion has been focused in a few regional “corridors” 
linking major suppliers and their cross-border markets. One of 
these is the “Rocky Mountain Trade Corridor.”1
Besides the “border-opening” initiatives contained in these 
trade agreements, another new federal policy initiative is 
helping to expand business relations across North American 
borders. The Intermodal Surface Transportation Efficiency Act 
of 1991 (ISTEA) is focusing increased attention on transporta­
tion infrastructure needs in border regions and on transporta­
tion systems used in moving goods and people involved in cross 
border trade. If the United States and its neighboring trading 
partners are to contend in an increasingly competitive world­
wide economy, trading within North America must be done 
efficiently. Under ISTEA, up to $160 billion will be spent 
nationwide on transportation infrastructure (if fully funded), 
with transportation deficiencies in continental trading corridors 
receiving considerable attention.
Economic Internationalization
The driving force o f economic change in the past two 
decades has been “internationalization”—and its impact is only 
intensifying. The economic spheres in which businesses operate
Figures 2 & 3
Existing “East-West” Oriented 
U.S. and Canadian Economies
Figure 1
United States' Top Trading Partners 
Value o f  Goods Trade in 1990
Billions o f 
U.S. Dollars
$192 T*175
Canada Japan Mexico West U.K. Taiwan South France Italy China 
Germany Korea
#1 #2 #3 #4 #5 #6 #7 #8 #9 #10
--------------------------- Ranking— ---------------------------
Source: International Trade Administration, U.S. Dept, o f  Commerce (figures 
include commercial merchandise trade only, not services trade). [1990 average 
annual exchange rate: $1 U.S. = $1.17 Canada]
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North American Economy
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are expanding outward and regional marketplaces are growing. 
This is reshaping markets o f retailers and service providers and 
altering location needs o f manufacturers, processors, and 
handlers o f goods and commodities.
While this process o f internationalization is often confusing 
(if not mysterious), it does have certain patterns and character­
istics. Nations are finding it more workable to expand their 
economic horizons incrementally, negotiating trade arrange­
ments with one country at a time or with a few close neigh­
bors. This is apparent in the formation o f continental or multi­
nation trading blocs around the world, including the European 
Economic Community (EEC), the Association for Southeast 
Asian Nations (ASEAN), and others. North America’s version 
o f this tendency is outlined under NAFTA.
In the midst o f movement toward economic international­
ization and regionalization, there’s no single trading relation­
ship in the world larger or more important than the one 
between Canada and the United States. The bar chart in Figure 
1 shows U.S. “goods trade” (commercial shipments o f goods 
and commodities between countries) with other nations. While 
U.S. business executives and international trade policymakers 
are often fixated on trade with Japan, U.S.-Canada trade is 
actually more than 25 percent greater. And, looking at exports 
only, U.S. exports to Canada exceed exports to Japan by over 
70 percent.
U.S.-Canada trade is not only large, but growing—up about 
35 percent since 1987 (an increase o f over $45 billion). The 
United States' third-largest trading partner is Mexico—our 
other North American neighbor—and U.S.-Mexico trade has 
increased 85 percent in the last five years (an increase o f nearly 
$30 billion).
Under NAFTA, a continentally-based economy will slowly 
take shape, just as in Europe under the EEC. As it does,
economic activity in North America will take on new and 
different forms, particularly in border regions. New patterns of 
north-south economic and business relations will develop 
across national boundaries. The spatial forms these relations 
take will be particularly important for businesses and commu­
nities in border regions like Montana.
Settlement and development o f both Canada and the United 
States largely occurred in an east-to-west fashion. And, the 
national economies o f both countries remain heavily-oriented 
for east-to-west and west-to-east movement o f goods and 
people involved in interregional trade and commerce. H ow ­
ever, under NAFTA, a North American economy will 
gradually emerge, largely “north-south” in its orientation.
Montana has a vastly different geoeconomic position within 
a continentally-based economy than its historical role within a 
largely east-west oriented national economy (see Figures 2 and 
3). In the latter, as a Northern Tier state on the periphery of 
most interregional trade and commerce, it has played the role 
of a sort o f end-point supplier o f raw materials and commodi­
ties. The most obvious effect of making the U.S.-Canada 
border more economically “invisible” is that Montana will no 
longer be on the economy’s periphery—it will be internal to it. 
What’s more, the provinces to the north that become part of 
our regional marketplace (as we become part o f theirs) include 
Alberta, British Columbia, and Saskatchewan. Much o f this 
region o f Canada has a relatively affluent and fast-growing 
population. It also has several world-class cities.
Current Patterns of 
U.S.-Canada Trade
What form are these emerging north-south patterns o f cross- 
border economic interchange likely to take in the West? In 
examining the current composition o f U.S.-Canada goods
Figure 4
Regional Distribution of 
U.S.-Canada Cross-Border 
Trade, 1990
U.S.-Canada goods trade has been concentrated 
in the East, reflecting the large auto industry and 
other industrial trade between the two nations. 
Because o f  this, the principal “corridors " through 
which this trade traffic moves are currently in the 
East as well, focused between major industrial and 
population centers.
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Figure 5
Trends in U.S./Canada 
Population Growth, 1980-2000
Population growth is shifting to the West 
in both Canada and the United States. 
Population trends o f  the 1980s and as pro­
jected fo r the 1990s indicate Canada's fastest- 
grow ing provinces are British Columbia and 
Alberta.
Some o f  the fastest growth in the United 
States is concentratedfrom California across 
the Southwest to the G u lf o f  Mexico.
Sources: Canada estimates (Statistics Canada, “Scenario III” projections). U.S. estimates (U.S. Census Bureau, Aug. '89 “Series A” 
projections). Alaska and very sparsely populated northern provinces and territories are excluded. Created by N. Moisey, The 
University o f  Montana.
trade, we find a heavy concentration in manufactured items, 
particularly motor vehicles and parts, moving in both direc­
tions. This reflects the longstanding U.S.-Canada “Auto Pact” 
and the presence o f a large, regionally-focused, transborder auto 
industry in Ontario and the Great Lakes region. Traditionally, 
this has served to focus much o f U.S.-Canada trading in the 
East.
The map in Figure 4 generally illustrates where goods traded 
by Canada and the United States cross the border. In 1990 
about 85 percent o f U.S. exports to Canada and 80 percent of 
Canada’s exports to the United States moved across the border 
in the East in both countries. This is also where the major 
corridors o f U.S.-Canada trade traffic are focused, including the 
Toronto-Detroit corridor, the Montreal-New York corridor, 
and the Toronto-Buffalo corridor. Local economies can derive 
immense benefit from being in the traffic o f trade. In spite of 
near-depression conditions in certain areas o f the Northeast in 
recent years, Buffalo has continued to fare well.
U.S.-Canada trade in the West is considerably lighter, but 
still significant. In 1990 two-way trade (U.S. exports to Canada 
combined with Canadian exports to the United States) across 
the U.S.-B.C. border totaled $15.5 billion (in Canadian dollars), 
with about 57 percent o f this in Canadian exports. Manitoba
cross-border trade totaled $7.8 billion (63 percent Canadian 
exports) and Saskatchewan cross-border trade totaled $3.2 
billion (59 percent Canadian exports). Two-way trade across 
the Alberta border totaled $6.6 billion, with about 55 percent 
of this in U.S. exports to Canada. However, there are indica­
tions that U.S.-Canada trade is shifting to the West in both 
countries.
Recent Trade Shifts
In the first two years after FT A adoption, seventeen states 
experienced export gains greater than 15 percent. Twelve of 
these states are west o f the Mississippi River. Conversely, while 
cross-border trade remained static in eastern states, imports or 
purchases of Canadian products by western states rose over 28 
percent—more than $5 billion. A similar shift also is occurring 
in Canada. During the same two-year period, the four western 
provinces o f British Columbia, Alberta, Saskatchewan, and 
Manitoba increased their production o f exports to U.S. markets 
by 12 percent, compared to a 6 percent gain for the rest of 
Canada. Alberta had the greatest gain, led by higher energy 
exports, but it also made significant gains in other export 
categories, particularly telecommunications equipment.
Approximately 22 percent of all Canadian exports to the
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Figure 6
U.S. Canada Cross-Border Trade in the West, 1990
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Source: Swanson and Moisey, The University o f Montana, 1993 (using Statistics Canada data). [1990 average annual exchange rate: $1 U.S. = $1.17 Canada.]
United States originate in (or are produced in) these four 
western provinces—around $23 billion worth. About half of 
this total originates in Alberta, and about 70 percent o f its share 
is represented by exports of crude oil and natural gas.
Trade shifts also occurred in the areas where goods actually
Figure 7
Major U.S.-Canada Border Crossings 
Used by Motor Carriers in the West
Millions o f  Canadian Dollars
Pacific Emerson Coutts North Kingsgate Penticton Osoyoos Regway
Hwy 1-29 M S  Portal H-95 H-97 H-97 H-16
1-5 (MB/ND) (AB/MT) H-2 (BC/ID) (BC/WA) (BC/WA) (SK/MT)
(BC/WA) (SK/ND)
move north or south across the border. Two-way trade clearing 
customs in western ports o f clearance increased by 11 percent, 
while eastern ports showed only a 4 percent gain. The biggest 
gains by far were across the Alberta and B.C. borders.
Because many forms o f trade flow to and from growing
In 1990, only eight highway border crossings in 
the West had at least $150 m illion in traded 
goods move through them by truck. These are 
indicated in the bar chart to the left.
The pattern o f  trade from  origins to destina­
tions through the five busiest crossings is shown 
in the maps on page 19.
Source: Statistics Canada trade data.
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regions, this westward trade shift should continue. The map in 
Figure 5 shows current and emerging population trends in both 
countries—population change that actually occurred in the 
1980s, and as projected to occur in the 1990s. The two fastest- 
growing Canadian provinces are British Columbia and Alberta 
(two o f the three provinces sharing a border with Montana). 
Alberta’s population is expected to climb from 2.2 million in 
1980 to 2.9 million by the year 2000.
In the U.S., the fastest-growing Census Bureau regions are 
the Pacific and Mountain regions, both expected to increase 
their populations by over 30 percent during the same period. 
The most rapid growth is projected in a broad band from 
California to Texas. In effect, north-south trade should con­
tinue to expand between these growing regions in western 
Canada and the western United States. These growing regions 
also should increase their trading with other regions.
Figure 8
Canadian Exports to the U.S.
Value o f Exports In 
Millions of Canadian Dollars
52,000
> 4.000
U.S.-Canada Trade in the West
Some current features o f U.S.-Canada trade across western 
borders are illustrated in Figure 6. In 1990, Canadian exports to 
the U.S. totaled $18.7 billion in Canadian dollars (or about $16 
billion U.S.), while U.S. exports to Canada totaled $14.4 billion 
(about $12.3 billion U.S.). The pie charts indicate the general 
composition o f this trade and the relative use o f various modes 
of transport. About 40 percent o f Canada’s western exports are 
energy items (crude oil, natural gas, and hydro-generated 
electricity). This explains the heavy reliance on pipelines and 
transmission lines by Canadian traders in the West (about 35 
percent o f the total trade value).
Canada also exports significant amounts o f other commodi­
ties in the West, including w ood and paper products, metals, 
nonfuel minerals, chemicals, and some agricultural products. 
Manufactured goods—like machines, vehicles, equipment, 
electronics, and instruments—account for only 16 percent of „ 
these western Canadian exports. In sharp contrast, manufac­
tured goods make up about 64 percent of U.S. exports in the 
West.
Differences in the composition o f these goods largely explain 
differences in the various transport modes used in moving 
them. The type o f transport perhaps most significant to the 
development o f regional trade corridors is overland transporta­
tion, either by motor carrier or rail. As specific highway and 
rail routes and systems are selected by carriers, some routine 
traffic patterns emerge.
Analysis o f two-way trade by motor carrier provides some 
indication of the configuration o f regional trade in the West. 
Moving goods by truck accounts for almost 70 percent o f U.S. 
trade into western Canada (about $9.9 billion in goods) and 36 
percent of Canada’s western trade (about $6.7 billion). There 
are about 50 individual highway border crossings along the 
49th Parallel from Minnesota to the Pacific Ocean. In 1990,
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U.S.-Canada Trade by Motor Carrier 
Through the Five Busiest Border Crossings 
in the West, 1990
Figure 9
U.S. Exports to Canada
Source: Swanson and Moisey, The University o f  Montana.
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only eight of these had at least $150 million in two-way trade 
passing through by truck. They are shown in Figure 7.
The largest concentration o f trade is on the Pacific Highway 
(Interstate 5), which links Vancouver, B.C., with Seattle and 
Portland. Annually, almost $5 billion in traded goods moves 
along this route by motor carrier, reflecting growing cross- 
border economic integration in the fast-growing Pacific 
Northwest region.
The next largest concentration o f trade by motor carrier in 
the West is through the Emerson crossing (the Interstate 29/ 
Highway 75 crossing, south o f Winnipeg). This crossing area is 
the heart o f what is already known as the “Red River Trade 
Corridor.”
The third busiest border crossing is Coutts/Sweetgrass, 
where Alberta’s “Export Highway” meets Interstate 15 in 
Montana. Major construction is underway in Alberta on this 
route, with the eventual goal of a four-lane highway all the way 
from Edmonton to Montana. Next busiest is North Portal/ 
Portal on the Saskatchewan-North Dakota border, followed by 
Kingsgate/Eastport, on Highway 95 in the Idaho Panhandle.
Existing and Emerging Cross-Border 
Trade Corridors in the West
The pattern o f cross-border trade between Canada and the 
United States is more like a series o f funnels than a sieve. Trade 
is highly focused. In fact, the five busiest border crossings in the
Figure 10
Existing and Emerging 
North-South Trade Corridors 
of North America
Currently, U.S.-Canada trade is concentrated in 
the East. However, north-south, cross-border trade 
is expanding in the West and this should continue. 
Three major western trade corridors (and associated 
trading regions) have emerged. One is focused along 
the Pacific coast. Another links central Canada and 
the Upper Midwest and Great Lakes regions o f the 
United States. The third spans the Rocky Mountain 
region, stretching from  Edmonton and Calgary in 
the North through Denver and Salt Lake City and 
on to Southern California and the American 
Southwest.
Source: Swanson, The University o f  Montana, 1991.
West account for 85 percent of Canada’s western export trade 
by truck and 65 percent of comparable U.S. trade. The regional 
pattern of these trade flows is illustrated in Figures 8 and 9. The 
maps are constructed by linking trade from origins (where 
goods are loaded) through border crossings, to destinations (or 
where goods are unloaded). Only motor-carriered trade 
through these five busiest border crossings has been considered 
in constructing these maps.
Figure 8 shows flows o f Canadian exports to the United 
States, with circular areas north o f the border sized in relation 
to the value o f goods originating in different Canadian prov­
inces. Circular areas south o f the border are sized according to 
the value o f imports received in multi-state U.S. market areas. 
The width of the lines linking origin provinces and destination 
states reflects the volume of these trade flows, with the wider 
ones indicating trade in excess of $100 million annually.
Figure 9 shows flows in the other direction—U.S. exports to 
Canada by motor carrier through these five western border 
crossings. Here, the circular areas in the United States show 
where goods originate, while the circular areas in Canada 
generally represent where these shipments are destined by 
province.
The pattern o f trade reveals three major cross-border trading 
subregions in the West: the Pacific region along the coast 
(which also has significant trade links to the Northeast); the 
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Figure 11
Proposed Highway Routes for the 
Rocky Mountain Trade Corridor
Edmonton
Source: Adapted from J. Shepard, Center for the New West, 1992.
northwest-by-southeast, linking central Canada and the Upper 
Midwest and Great Lakes regions); and, between these two, the 
Rocky Mountain West (flows indicated by the lighter color in 
Figures 8 and 9).
In the Rocky Mountain subregion, trade from Canada to the 
United States (Figure 8) is most heavily focused between 
Alberta and Southern California, the Central Mountain region, 
and the Texas Gulf. A very similar pattern emerges in examin­
ing trade from the United States to Canada through the Rocky 
Mountain region (Figure 9). However, this trade also includes 
significant linkages between the Midwest and Great Lakes 
regions and Alberta.
Analyses o f trade flows in these subregions suggest that three 
major north-south trade corridors are emerging in the West: 
the Pacific corridor, the Upper Plains corridor (focused in the 
Red River Trade Corridor), and the Rocky Mountain trade 
corridor. The spatial configuration o f these trade corridors is
depicted in Figure 10. As discussed earlier, these are the north- 
south regional patterns of economic relationships that a North 
American economy may follow  as it expands.
Montana occupies a central position within the Rocky 
Mountain trade corridor, with a growing region o f Canada to 
the north—including the cities o f Edmonton and Calgary—and 
growing regions o f the United States to the South. This places 
the state at the crossroads o f growing north-south trade and 
commerce. One longstanding impediment to more diverse 
economic development in Montana has been the state’s relative 
geographic isolation. Growing north-south trade and accompa­
nying transportation improvements in the region could 
significantly reduce this isolation, enlarging the region’s range 
o f economic possibilities.
Proposed Highway Routes for the 
Rocky Mountain Trade Corridor
Two separate proposals have been advanced for highways 
spanning the Rocky Mountain trade corridor. (It’s important 
to note that these proposals consider only possible highway 
routes for the corridor, not systems using other modes of 
transport.) One links Edmonton and Calgary with Denver and 
other regions further south, including Mexico. Known as 
CAMREAL (short for Camino Real), it has been advocated 
primarily by the Colorado Department o f Transportation, but 
also has support from a coalition o f three Canadian provinces, 
seven U.S. states, and the Mexican national government (see 
Figure 11).
The other proposal, referred to as CANAMEX, links 
Alberta to Salt Lake City, Southern California, the American 
Southwest, and Mexico. Uniform trucking regulations are 
proposed for this highway corridor through cooperation by six 
U.S. states, the province o f Alberta, and the Mexican govern­
ment.
North-south trade and traffic through Montana are central 
to both CAMREAL and CANAMEX. In fact, the two north­
ern segments o f the Rocky Mountain trade corridor—a sort of 
inverted “Y”—meet at Great Falls. In addition to these highway 
routes, north-south, cross-border rail links also may develop in 
the region. Only one currently exists along Montana’s border 
with Canada: the Burlington Northern line from Sweetgrass to 
Shelby, where a major, transloader facility is developing. The 
closest direct link to the Union Pacific rail system is presently 
at Butte.
Other Cross-Border Transportation 
& Economic Development Potentials
While there’s growing potential for a commercial trading 
corridor in the Rocky Mountain West, there’s also potential 
for expanded development o f another type o f north-south,
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Source: Created by Lisa Moisey, Rocky Mountain West Symposium, The 
University o f  Montana, 1992.
cross-border corridor in the region. The map in Figure 12 
shows the locations o f major national parks and federally- 
designated recreation areas in the United States and Canada. In 
both countries, these are most heavily concentrated in the 
West, with several o f the more significant and spectacular parks 
in the Rocky Mountain region. Figure 13 more closely reveals 
the range o f scenic and recreation resources present in the 
Rocky Mountain West, including national parks and recreation 
areas, major state and provincial parks, and national and 
provincial forests.
As the region’s economy operates increasingly on a north- 
south basis and the regional marketplace expands, we have the 
additional opportunity o f developing a north-south, cross- 
border “tourism and recreation” corridor. This corridor could 
be anchored by Yellowstone and Grand Teton national parks 
in the south and Jasper and Banff parks in the north, with 
Waterton-Glacier International Peace Park as its centerpiece. In 
developing such a large, cross-border tourism corridor, one 
strategy might be to keep tourists and recreationalists in the 
region longer. Major entry and exit routes using a variety of 
transportation options could be developed—including not only 
automobile traffic, but strategic rail and air access. Currently, 
this concept is being promoted as the “Trail o f the Great Bear”: 
“an international scenic touring corridor that links the world’s 
first national park, Yellowstone, to the world’s first interna­
tional peace park, Waterton-Glacier, to Canada’s first national 
park, Banff.”2
In planning the region’s future transportation system, it will 
be important not to mix the transportation propositions 
contained in these two separate, but interrelated, cross-border 
corridors. Both have their own particular transportation needs, 
and options chosen for one could easily affect the viability of 
the other. Whereas the transportation objectives in a commer­
cial trade corridor are to concentrate traffic onto large trucks 
and rail cars (or combinations o f both) and to move goods 
quickly and directly, the objectives in a tourism and recreation 
corridor are to disperse or diffuse traffic and permit travelers to 
move at their leisure. This approach reduces concentrated 
demand at given locations, and helps avoid inundating the very 
environmental attractions that bring tourists and 
recreationalists to the region in the first place. It also may 
provide greater economic benefits. There’s evidence that local 
labor income received per tourist dollar is greater when such 
expenditures are geographically dispersed, rather than spent at a 
few large trade centers with franchise lodging facilities and 
other often externally-owned commercial establishments.
Figure 14 shows some possible elements o f these two cross- 
border regional corridors and identifies specific highways that 
could serve as strategic commercial trading routes. Future plans 
for these routes and others should be considered within an 
overall transportation strategy for the region. Included is
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Interstate 15 from the border to Great Falls and Butte then on 
to Salt Lake City. Also included is the interstate highway from 
Denver to Billings, with a possible interstate highway upgrade 
from Billings to Great Falls (in this case, through Lewistown). 
Highway 87/200 east from Lewistown to Glendive (connecting 
with Interstate 94) and limited strategic cross-border highway 
links along the Montana “High Line” (Highway 2 north from 
Malta to Swift Current and south from Malta to Lewistown, 
and, Highway 16 north from Culbertson to the border and 
south from Culbertson to Sidney and Glendive) could provide 
improved access to the Rocky Mountain trade corridor from 
Saskatchewan and further east in Canada. An upgraded High­
way 395/195 could link eastern and central B.C. traffic with the 
Rocky Mountain trade corridor through Spokane.
The main north-south highway on the Canadian side of the 
border is the Alberta Export Highway, running north to 
Calgary and on to Edmonton. Canada doesn’t have a federal 
highway system comparable to the United States’. Canadian 
highway planning and funding is primarily relegated to provin­
cial governments. However, a national system has been 
proposed.3 Figure 14 shows routes included in that proposal, as 
well as Highway 4 which extends north toward Saskatoon, and 
connects south to Malta, Montana. The area encompassing the 
region’s most significant recreation resources and tourist
attractions (those that draw visitors from great distances) is 
screened on the map. It contains Jasper Park in the North and 
Yellowstone Park in the South.
ISTEA Transportation Initiatives
If these cross-border trade and tourism corridor propositions 
are truly promising, the immediate question becomes, “How  
can they.be pursued?” Thanks to the new Intermodal Surface 
Transportation Efficiency Act, the region’s decision-makers 
aren’t empty-handed. In fact, ISTEA offers quite a large “tool 
kit” for pursuing these types o f transportation and economic 
development objectives/
Under ISTEA the structure o f the federally-assisted highway 
program has been changed. A new National Highway System 
(NHS) will be designated to include interstate and other 
“primary highways” most important to interstate travel and 
national defense. The NHS also will include highways impor­
tant to international commerce, such as those in major cross- 
border trade corridors. The Montana Department o f Transpor­
tation (DOT) submits its recommendations for NHS routes in 
Montana to the U.S. Transportation Department in April 
1993. A Surface Transportation Program (or STP) establishing 
block grants for other major roads not included in the NHS 
system also is being developed. Federal funding formulas for
Alaska Highway
Figure 14
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both the NHS and the STP will be developed between 1995 
and 1997. If fully funded, ISTEA will direct $160 billion to the 
nation’s transportation infrastructure needs.
Transportation systems important to international trade in 
North America would receive special consideration. In fact, 
one ISTEA provision instructs the U.S. Secretary of Transpor­
tation to investigate these needs and report back to Congress 
later this year. Section 6015 o f ISTEA states: “The Secretary, in 
cooperation with other appropriate Federal agencies, shall 
identify existing and emerging trade corridors and transporta­
tion subsystems that facilitate trade between the United States, 
Canada, and Mexico.” Major border crossings and “transporta­
tion subsystems” affecting identified trade corridors will be 
evaluated, assessing their ability to accommodate increased 
commerce and tourism-related traffic. The Secretary will then 
report to Congress on “transportation infrastructure needs, 
associated costs, and economic impacts” for these routes and 
systems.
The Section 6015 study is currently underway through the 
Federal Highway Administration. Work in the East is being 
coordinated by the Volpe Transportation Services Center of 
Cambridge, Massachusetts, and work in the West is underway 
by a study team organized by the Center for the New West 
(CNW), headquartered in Denver. The University o f Montana 
is a member o f the CNW  study team.5
ISTEA also contains a variety of tourism-related initiatives. 
Under the continuous planning process used to identify specific 
transportation projects, states may consider access to national 
parks, scenic and recreation areas, monuments, and other 
tourist attractions as factors in project selection and funding. 
Section 1025 requires a long-term transportation strategy for 
state and local roads adjoining federal lands that considers 
recreation, tourism, and rural economic development needs. 
Section 1032 qualifies travel and tourism needs for transporta­
tion funds authorized for national forests, Indian reservations, 
and other public lands. Section 1007(a) sets aside $2.4 billion 
over six years for other “transportation enhancements,” 
including bikeway/walkway facilities, scenic/historic ease­
ments, and landscaping and renovation o f historic transporta­
tion buildings.4
Section 1047 establishes an $80-million, state-administered 
program for “scenic byways.” The Montana D O T  received a 
federal grant o f $164,500 to assist in planning such a program 
within the state. A strategy aimed at developing a cross-border, 
internationally-significant tourism and recreation corridor in 
the region could focus the scenic byways system within this 
corridor and along major entry and exit routes to the corridor. 
Besides providing access to, from, and through the corridor, a 
well-designed scenic byways system would diffuse tourist traffic 
—a desirable objective for both environmental and economic 
reasons.
Sections 1302 and 8003 create a National Recreational Trails
Program that’s financed by non-highway recreational fuel use 
($180 million over six years). Projects under this program must 
be identified through the Statewide Comprehensive Outdoor 
Recreation Plan required under the Federal Land and Water 
Conservation Fund.
Conclusion
As the internationalization process continues and the world 
becomes smaller, regions o f important economic interchange 
become larger. In Montana, our regional marketplace is 
expanding, becoming potentially more vital and offering a 
broader range o f economic opportunities. As mentioned 
earlier, one o f the state’s principal impediments to economic 
maturation and development has been its geographic isolation. 
This same obstacle has impeded the development o f Alberta 
and other areas in the Rocky Mountain West. Aggressively 
pursuing cross-border trade and transportation opportunities 
might be the single most important thing regional 
policymakers could do to advance the region’s economic 
future. This will require a carefully considered, regionally-based 
transportation strategy, that looks across the border in both 
directions and into the future. ®
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Readers of the Montana Business Quarterly are 
welcome to comment on the MBQ request eco­
nomic data or other Bureau publications, or to 
inquire about the Bureau’s research capabilities.
The Bureau of Business and Economic Research is the research and public 
service branch of The University of Montana’s School of Business 
Administration.
The Bureau is regularly involved in a wide variety of activities, including 
economic analysis and forecasting, forest products industry research, and survey 
research.
The Bureau’s Economics Montana forecasting system is an effort to provide 
public and private decision makers with reliable forecasts and analysis. The 
program is cosponsored by the Bureau, the Montana Legislature, and the Office 
of the Governor. These state and local area forecasts are the focus o f the annual 
series of Economic Outlook Seminars, cosponsored by the Bureau and 
respective Chambers of Commerce in Billings, Bozeman, Butte, Great Falls, 
Helena, Kalispell, and Missoula.
The Bureau also has available county data packages for all Montana counties. 
These packages provide up-to-date economic and demographic information 
developed by the Bureau and are not available elsewhere.
The Montana Poll, a quarterly public opinion poll, questions Montanans 
about their views on a variety of economic and social issues. It is cosponsored by 
the Bureau and the Great Falls Tribune. In addition, the Bureau conducts 
contract survey research and offers a random digit dialing program for survey 
organizations in need of random telephone samples.
The Forest Industries Data Collection System, a census of forest industry 
firms conducted approximately every five years, provides a large amount of 
information about raw materials sources and uses in Montana, Idaho, and Wyo­
ming. It is funded by the U.S. Forest Service. The Montana Forest Industries 
Information System collects quarterly information on the employment and 
earnings of production workers in the Montana industry. It is cosponsored by 
the Montana Wood Products Association.
The Bureau’s Natural Resource Industry Research Program enables the 
Bureau to continuously monitor Montana’s natural resource industries and 
improve the public's knowledge of them and their roles in the state and local 
economies. This program provides easily accessible information about all the 
natural resource industries. Sponsors are the Plum Creek Timber Company, 
Montana Wood Products Association, and American Forest Resource Alliance.
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